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The United States Departnent of the Interior was designated by the Quter
Continental Shelf (ocs) Lands Act of 1953 to carry out the majority of

the Act’s provisions for admnistering the mneral |easing and devel op-
ment of offshore areas of the United States under federal jurisdiction.
Wthin the Departnent, the Bureau of Land Managenent (BLM) has the
responsibility to neet requirements of the National Environmental Policy
Act of 1969 (NEPA) as wel| as other legislation and regul ations dealing
with the effects of offshore developnent. In Aaska, unique cultural
differences and climtic conditions create a need for devel oping addi-
tional socioeconomc and environnental information to inprove OCS decision
meking at all governnental levels. In fulfillnment of its federal responsi-
bilities and with an awareness of these additional information needs,

the BLM has initiated several investigative prograns, one of which is

the Alaska 0CS Soci oeconom ¢ Studies Program

The Al aska OCS Socioeconomic Studies Programis a nulti-year research
effort which attenpts to predict and evaluate the effects of Al aska OCS
Petrol eum Devel opment upon the physical , social, and econonic environments
within the state. The analysis addresses the differing effects anong
various geographic units: the State of Alaska as a whole, the several
regions within which oil and gas development is likely to take place,

and within these regions, the various comunities.

The overall research method is nultidisciplinary in nature and is based

on the preparation of three research conponents. In the first research
conponent, the internal nature, structure, and essential processes of
these various geographic units and interactions anong them are documented.
In the second research conponent, alternative sets of assunptions regarding
the location, nature, and timng of future OCS petrol eum devel opnent

events and related activities are prepared. In the third research com
ponent, future oil and gas devel opment events are translated into quantities
and forces acting on the various geographic units. The predicted con-
sequences of these events are evaluated in relation to present goals,

val ues, and expectations.

In general, program products are sequentially arranged in accordance
wi th BIM's proposed OCS | ease sale schedule, so that information is

timely to decision making. In addition to making reports available
through the National Technical Information Service, the BLMis providing
an information service through the Alaska OCS Ofice. Inquiries for

information should be directed to: Program Coordi nator (COAR), Soci o-
econom ¢ Studies Program Alaska OCS Office, P. O Box 1159, Anchorage,
Al aska 99510.
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. INTRODUCTION

Local government is, after all, the political foundation of
America, and i1s a natural result of frontier resource develop-
ment. Local government in rural Alaska will be the one sure
lasting benefit of our national exploitation of Alaska's non-
renewable resources. The organization of the North Slope
Borough was a natural democratic development resulting from
the exploitation of Prudhoe Bay.

-- North Slope Borough Mayor Eben Hopson1

Objectives

This study examines relationships between petroleum development and

the evolution of local government institutions on Alaska’s North Slope in
the decade since the oil and gas discoveries at Prudhoe Bay in 1968. It
focuses on the North Slope Borough, and it attempts to explain the forma-
tion and operations of the borough as responses to the problems and oppor-
tunities that arctic oil and gas development present to the Native people

of the region.

Since the borough is essentially a product of petroleum development, and
particularly of developments at Prudhoe Bay, and because North Slope Bor-
ough government affairs center largely on petroleum development, taxation,
and related issues, there are no clear 1imits on the potential scope of

the study effort. Almost everything significant about the borough as a
political and governmental institution can be traced directly or indirectly

to past, present, and planned oil and gas development in the region.



Accordingly, the North Slope Borough’s responses to prospective Beaufort
Sea-Outer Continental Shelf (0CS) exploration and development can usefully
be viewed as but one element of a broader pattern of borough responses to
resource development in the arctic. And, from the viewpoint of North Slope
leaders, the federal Bureau of Land Management is only one of a similarly
situated set of external institutions with which they must interact as
they attempt to influence the course of development in their region.
Tracing the outlines of this broader pattern of external forces and inter-
nal responses on the North Slope will thus provide essential perspective
for understanding the borough’s posture and reactions to the OCS program
and anticipating its “likely responses to Beaufort 0CS activities in the

future.

Examination of the North Slope experience--conceived as a limiting case
of Native regional institutional responses to petroleum development in
Alaska--should also provide a useful base and leads for studies of pro-
spective institutional responses to OCS developments in other Alaska
Native regions. While the North Slope pattern is in many ways unique to
the region (the presence of Prudhoe Bay alone places substantial limits
on generalization from the North Slope case), i1t can be assumed that
Native leaders in other regions are likely to be drawn into comparable
networks of relationships with external authorities and that they may
often confront similar opportunities and threats. Perhaps the principal
value of the North Slope analysis for studies of 0CS development else-
where in Alaska is that i1t magnifies basic issues and types of responses

that are likely to occur elsewhere, albeit on a smaller scale and in



institutionalized forms that will vary with the distinguishing socio-

cultural, political, and economic characteristics of a given region.

Our approach is thus to focus specifically on key issues of taxation, devel-
opment, and environmental protection and on the iInteractions of the borough
and external agencies concerning these issues. We also examine some In-
stitutional relationships within the region, paying particular attention to
how the borough has affected governance in the villages and to how the bor-
ough and Arctic Slope Regional Corporation relate to each other. Finally,
mindful that the borough has existed for only six rather crisis-ridden
years, we attempt to reach some conclusions about the extent to which the
North Slope Borough represents a successful case of Native self-determina-

tion or, in Mayor Hopson’s words, a “natural democratic development.”

Methods
Data collection was oriented to the selected issue-areas and institutional
relationships indicated above. At the same time, we sought information
about how North Slope Borough policy is made and who makes it. For
these purposes, we re”li1ed heavily on North Slope Borough and state and
federal agency files and on personal contacts with borough officials and
consultants, regional corporation officials, village leaders, and federal
and state officials with North Slope-related program responsibilities.
In the extensive personal contacts, our discussions were both focused
and open-ended, and they served the purposes of providing leads, verify-
ing or elaborating on file materials and other documents, and often con-

tributing new and in-depth information on a particular problem or issue.



We examined borough budget documents and financial reports, legal briefs
and court judgments on major borough tax and land selection issues,
periodical literature, previous studies and reports on borough issues, and
several environmental assessments and impact statements. Special atten-
tion was paid to collecting and examining detailed materials on Outer Con-
tinental Shelf, National Petroleum Reserve, and North Slope haul road and

utility corridor issues.

Information on North Slope villagers” attitudes toward the borough and
their general assessments of its performance was contributed to this study
through the Institute’s National Science Foundation-supported Man in the
Arctic Program (MAP). We incorporated several questions into the MAP sur-
vey of North Slope village households, which provided a valuable addition
to the data base and made it possible to assess some of the major effects

of borough government in the villages.

In connection with data collection work in Barrow, we had several oppor-
tunities to observe conferences, borough assembly meetings, and routine
administrative operations of borough government. These observations were

a minor but nonetheless very useful aspect of our research.

Several times during the course of planning and conducting the research,
we met with colleagues engaged in related North Slope study projects,
such as the MAP survey. Their questions, insights and knowledge were
helpful in assessing and interpreting our data and in testing some of the

key conclusions that evolved from our analysis.




Organization of Report

The structure of this report reflects the main contours of our analytical
approach, which included making a series of successively more detailed

explorations of the issues, events, and institutions pertinent to this

study.
Chapter Il is primarily an introduction to North Slope Borough government
and a review of its origins. It briefly discusses the background of bor-

ough formation and then describes the structure and finances of the bor-
ough, emphasizing tax and revenue features and the capital improvements

program in the villages.

Chapter 111 presents an extensive overview of regional institutions and
issues. It examines extra-regional and intra-regional institutional re-
lationships of the North S“lope Borough and the tax, development, environ-

mental, and related issues around which these relationships revolve.

Chapter IV looks at the internal policy process of the borough. It again
focuses on the selected issues, examining their meanings, limits, and
effects for North Slope Borough interests. This chapter also discusses

the current status and some of the meanings of local self-determination

on the North Slope.

Chapter V provides an in-depth examination of specific borough responses
to major cases of petroleum development plans and activities. It covers

borough involvement in haul road and utility corridor, National Petroleum



Reserve, and Beaufort Sea leasing matters, and it describes some addi-

tional borough and village responses to other petroleum development plans

and activities.

Chapter VI presents conclusions about the general character of the North
Slope Borough, major policy issues and external relations, and political
development within the region. It also draws some general implications

for local government institutional change in other rural Alaska Native

regions.



Endnotes

1. Testimony of Mayor Eben Hopson, North Slope Borough, before the
House Finance Committee, Alaska State Legislature, on the Proposed
O1l and Gas Tax Measures, April 14, 1977.
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II. THE NORTH SLOPE BOROUGH

The North Slope Borough grew out of the 1968 Prudhoe Bay oil discovery
and a series of events throughout the 1960s that convinced North Slope
leaders of the need for a Native-controlled regional government in the
arctic. These leaders saw regional government as a means of getting a
share of the profits from the Prudhoe Bay oil field; with this source of
revenue, the borough could act to control future resource development on
the mineral-rich North Slope as well as provide for basic social and eco-

nomic needs of the region’s villages.

This chapter looks first at the origins of the North Slope Borough and
then at the borough’s structural and financial growth since it was i hcor-

porated in 1972.

Background

By the late 1960s, the momentum of the Native land claims movement and the
stimulus of the oil and gas discoveries of Prudhoe Bay provided necessary
preconditions for the incorporation of the North Slope Borough. The
Arctic Slope Native Association (ASNA) was the organizational vehicle for
pursuing both land claims and borough formation, and, by 1969, when ASNA
began taking official steps toward incorporation of the North Slope, the
borough idea had acquired a force of its own. By that time, too, the
magnitude and implications of the Prudhoe Bay discoveries were suffi-
ciently clear: the North Slope now had a tax base of large and growing

proportions, even a small part of which could apparently support a very



ambitious borough development program. ASNA leaders, moreover, were re-
peatedly frustrated by what they perceived as overly cautious or other-
wise objectionable positions taken on the claims issue by other regional
associations and by the statewide Alaska Federation of Natives, which

was dominated by regional groups other than their own. And it was iIn

any case not at all clear that a satisfactory settlement of the claims
would ultimately be won. Thus, on the North Slope, borough incorporation
became a second instrument of great potential for asserting Native control
over North Slope lands and resources and capturing some of the economic
benefits of petroleum development, regardless of the final legislative

outcome on land claims in Waﬂﬁngtonﬂ

PRE-BOROUGH SETTING

Although four North Slope villages were incorporated municipalities under
state law by 1966 when ASNA was organized, Barrow was the center of

North Slope political leadership and activity. With such exceptions as
the protest of Point Hope villagers against atomic testing by the Atomic
Energy Commission in the early 1960s, there was little indication on the
Slope--outside of the Barrow leaders” growing capacity and reputation for
activism--to suggest that this region would succeed in organizing itself
effectively to press its demands on powerful authorities and interests

outside the region.
As was generally the case in Alaska’s rural Native regions, North Slope
villages were small, isolated, impoverished, and too remote to expect or

receive public facilities and services at anything approaching standards
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of even the smaller towns of Alaska’s urbanized regions. All North Slope
villages, including Barrow, depended on federal and state programs to
meet their most basic educational, health, public safety, and other ser-

vice needs.

Until the Prudhoe Bay discoveries in 1968, most economic activity on the
North Slope after World War 11 was accounted for by sporadic military
construction and 01l and gas exploration activities. With no stable or
adequate economic base, a scarcity of jobs, and limited government assis-
tance, North Slope villagers particularly outside of Barrow were highly

dependent on subsistence hunting and fishing.

LAND CLAIMS

The decade of the 1960s was not, however, a static period in rural Alaska.
After statehood in 1959, and federal initiation of anti-poverty and re-
lated programs in the mid-1960s, federal and state agency activities
accelerated on the North Slope and elsewhere. During this period, the
most significant stimulus to the mobilization of North Slope leaders,
mostly of Barrow, was state selection of federal lands granted under the
Statehood Act and the leasing of these lands for oil exploration and de-
velopment in the area near Prudhoe Bay. These selections and early leas-
ing activities (before the big sale of 1969) were perceived by Native
leaders as direct and extremely threatening encroachments on aboriginal
land rights to which they might lose all claim by default unless they re-
acted as forcefully as possible. Another stimulus was federal and state

fish and game enforcement programs, which were viewed as unjustified

11



encroachments on traditional subsistence hunting and fishing activities.
But the threat to the lands was most critical, and Barrow leaders re-
sponded by forming the ASNA in early 1966, immediately filing a claim

to all lands north of the Brooks Range.

Similar Native organizational and protest activities underway at the
same time in other regions led to formation of the statewide Alaska
Federation of Natives (AFN) in late 1966. Throughout the pre-settlement
act period of AFN, the ASNA leaders were the most militant group in the
federation: they consistently staked out and vigorously promo: ed extreme
positions, always emphasized land over money, called for the "argest
amounts of land, twice withdrew from (and later rejoined) the statewide
association in protest over AFN compromise positions, and fur: her broke
ranks by making independent proposals to Congress. In the end, ASNA was
the only AFN group to dissent from the land claims act passed by Congress.
Voting symbolically against the act at-an AFN celebration meeting in
December 1971, an ASNA leader told the Anchorgge gathering: “We Inupiat
Eskimos have never wanted money as such--we wanted land. You are getting
paid faster because ASNA sa-d “no, no, no.” We did not see a single re-

gional association help the ASNA.”2

BOROUGH FORMATION

The sense of estrangement and combative style of the North Slope leaders
carried over into their borough formation effort. In the land clains,
two of the Natives” early “enemies” --the state, which had selected and

leased oil lands, and the oil companies, which were developing them

12



regardless of Native protests--ultimately became allies of the Alaska
Native lobby in Congress. If haltingly and late, the state administra-
tion and the oil companies realized that a claims settlement would be
necessary to end the Alaska land freeze previously imposed by the Depart-
ment of the Interior because of the Native claims. The settlement act

was thus one of the steps necessary to open the way toward construction

of a pipeline to move Prudhoe Bay oil across federal lands to a southern
Alaska port. Borough incorporation on the North Slope brought the Natives
of that region again into direct and continuing conflict with the state
and the oil companies, a conflict highlighted by protracted litigation

over the borough’s tax authority.

The stakes at issue in the litigation are very high. The Arctic Slope
Regional Corporation, established under the terms of the claims act, will
eventually receive a total of about $52 million as its share of the legis-
lated cash settlement. The North Slope Borough, through its powers of
taxation, is in a position to realize multiples of that amount from oil
company and related properties in the arctic. Accordingly, there was
opposition to borough incorporation from the very start primarily because
the small population of this oil-rich region, through incorporation of a
borough encompassing the whole North Slope including Prudhoe Bay, would

gain access to nearly the largest tax base in the entire state.
It is not clear exactly when ASNA leaders and their consultants and law-

yers first seriously discussed incorporation of the North Slope. It is

clear, however, that no action was initiated until after the Prudhoe Bay
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discoveries. Thus, in 1969, North Slope leaders began the formal efforts
that culminated in the borough’s incorporation in 1972. On the way they
encountered, first, the reluctance of the state administration to accept
and act upon their incorporation petition and, second, oil company suits
against the borough’s tax authority. One of the state’s primary interests,
which has persisted through changes of administration, essentially has
been to restrict the borough’s access to the Prudhoe Bay property tax

base, reserving it primarily as a statewide rather than as a local tax
resource. The oil companies” related interest essentially has been to

minimize and stabilize their current and prospective tax liabilities.

Borough Structure and Finances

With fewer than 4,000 permanent residents in eight scattered Eskimo vil-
1ages,3 the North Slope Borough in fiscal 1977 had revenues of $30 mil-
lion. And the borough, covering 228,800 square kilometers (88,000 square
miles) north of the Brooks Range, was in the third year of a $150 million
capital improvements program to bring new schools, houses, health clinics,
roads, airports, and water and sewer systems to some of Alaska’s most

remote communities.

Most of the operating money for the borough that was formed in 1972 comes
from property taxes levied on the Prudhoe Bay complex and trans-Alaska
pipeline facilities within the borough. This oil development property

in the borough was assessed at more than $3 billion in 1977, and in
boroughs and cities statewide, the North Slope Borough stood second in

assessed value of taxable property only to the Municipality of Anchorage,
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with a population of 200,000 and taxable property assessed at about
$4.5 bill jon.% In 1973, real, personal, and business property in the

North Slope’s five oldest villages was assessed at less than $4rm1110n.6

The vast municipality, where hundreds of miles separate communities, 1Is
made up of the villages of Barrow, Wainwright, Point Hope, Kaktovik,
Anaktuvuk Pass, Nuigsut, Atkasook, and Point Lay; the population of these
communities 1s about 4,000 and is predominantly Eskimo, with some white
residents who mainly are teachers or government workers. (See map on next
page.) Nearly two-thirds of the village residents live in Barrow, seat
of borough government and the ninth largest city in the state. Also
within the borough are the Prudhoe Bay oil complex, pump stations and
maintenance camps for the trans-Alaska pipeline, seven stations for the
Distance Early Warning system, and a military base at Cape Lisburne. “In
July 1977, about 5,000 temporary borough residents7 lived in these areas,

bringing the borough population to approximately 9,000.

The federal government owns about two-thirds of the land on the North
Slope, including the 93,437 square kilometer (23 million acre) National
Petroleum Reserve in the heart of the borough and the 35,562 square
kilometer (9 million acre) Arctic National Wildlife Range that falls
almost entirely within the borough. Property of the federal government
cannot be taxed, but the borough takes the position that property of
private firms now under contract to the U.S. government to carry out
oil exploration in the National Petroleum Reserve is subject to the

borough’s property and sales and use taxes, just as privately-owned
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FIGURE 10 NORTH SLOPE BOROUGH
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development property on state-owned lands at Prudhoe Bay is taxed by

the borough. Borough officials feel any future private development in

the Arctic National Wildlife Range would be subject to the same taxat'ion.8
State law limits the borough’s taxing powers on private property on both
state and federal lands, and as discussed in detail in Chapter 111, there
are continuing legal disputes over the extent and application of borough

tax authority.

The Arctic Slope Regional Corporation and the eight village corporations
on the North Slope have already received title to about 16,250 square
kilometers (4 million acres) of the total 22,750 square kilometers

(5.6 mill ion acres) of land they will receive under terms of the Alaska
Native Claims Settlement Act; this land will be subject to property tax
after 1991. The state controls about 16,250 square kilometers (4 million

acres) on the Slope, largely in the Prudhoe Bay area.9

Since 1t was incorporated in 1972, the sparsely-populated North Slope
Borough has fought a series of legal battles with Prudhoe Bay oil com-
panies and the state government to determine the borough’s authority to
tax oil and gas developments in Alaska’s arctic. 10 In February 1978--
nearly six years after the borough was incorporated--an oil company exe-
cutive noted in a letter to borough mayor Eben Hopson that “it is unfor-
tunate there is a continuing series of disputes and litigation involving

the tax relationship between the borough and the oil and gas industryﬂﬂ]
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The Prudhoe Bay facilities and about 272 kilometers (170 miles) of the
trans-Alaska pipeline and accompanying haul road are the only major pe-
troleum deve” opments in the borough now, but a federal-state nearshore
oil lease sa e In the Beaufort Sea off the borough’s coast is scheduled
for December 1979. And exploration and study programs under the juris-
diction of the federal Department of the Interior are now underway in

the National Petroleum Reserve in Alaska to determine if the reserve does
in fact have significant deposits of gas and oil, and if so, how those

resources should be developed.

BOROUGH STRUCTURE

Povers

When the borough came into being July 1, 1972, under state law the new
regional government assumed responsibility for education, taxation and
assessment, and planning and zoning within its boundaries. Headed by a
mayor and a seven-member assembly elected areawide for three-year terms,
the borough adopted a home rule charter April 30, 1974. The charter
authorizes the borough to assume any powers not prohibited it by state
law; the same day borough voters approved the charter, the eight vil-
lages voted to transfer responsibility for a wide range of facilities
and services to the regional government. The individual communities
kept responsibility for providing police and fire protection and
recreation, but voted to also transfer police power to the borough in

July 1976."
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In its early days, the borough established departments of administration
and finance and of planning under the direction of the assembly and the
mayor. Later, when more powers were transferred to the borough by the
individual villages, the regional government set up departments of
health, public works, public safety, and conservation and environmental
security. By state law, the borough school district is under the direct
supervision of a seven-member elected school board;13 the assembly and

the mayor review the annual education budget.

Employment

The borough’s first budget document outlined the borough’s hiring policy:
! . all the major policy-making positions, all specialized fields of”
local government, will be filled by residents of the borough.” Consult-
ants drawn from outside the borough would be responsible for “training
our employees and attacking our initial workload. "1%Asa further aid
to local employment, when the borough capital improvements program got
underway in 1975, many of the construction workers were hired as borough

employees.15

In June 1974 there were 90 general government employees of the borough;
by June 1977 this number had risen to 18016 and did not include school

district employees and construction workers also on the borough payroll.
A consulting firm estimated in 1977 there were more than 400 persons work-
ing for the borough in Barrow alone, about half of these school district

employees.17
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Education
Taking over schools formerly operated on the North Slope by the federal
Bureau of Indian Affairs and the State of Alaska, the borough in 1974

employed 14 teachers and 3 administrative workers in 6 schools attended

by about 400 students.

By June 1977 the borough employed 98 teachers and 20 administrative work-
ers in 17 elementary and high schools it had taken over or constructed.
The borough school district also employed 250 teachers” aides, cooks,

and maintenance men in the district’s 8 villages during the 1976-77
school year. Of the total of about 365 employees of the school district,

approximately 190 worked in Barrow. More than 80 percent of the teachers

and 95 percent of the administrative workers that year were white; Natives

held about 61 percent of the total school district jobs.]8

REVENUES

In its first year of operation, the North Slope Borough had revenues of
$550,000, more than $400,000 of which stemmed from property taxes.19 The
oil industry at Prudhoe Bay paid more than 98 percent of these property
taxes.20 Borough sales taxes that year netted $37,000, and the state
government supplied the remainder of that year’s revenues. The following
year--fiscal 1974--total borough revenues had jumped to more than $6 mil-
lion, about 75 percent of which came from property and sales taxes, paid
almost entirely by oil companies. That year the state government contrib-

uted more than $1 million, largely for education in the borough. The bor-

ough received about $30,000 from the federal government in fiscal 1974.
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By fiscal 1976, the borough collected more than $16 million in revenues,
with Prudhoe Bay oil companies paying about $7 million in property taxes;
under an agreement between the borough and the oil companies, there was
no sales tax that year. The state and federal governments supplied

$6.5 million to the borough in fiscal 1976--$2 million in state funds
were general government revenues, and $3 million state and $1 million

federal funds were school revenues. (See Table 1.)

TABLE 1. NORTH SLOPE BOROUGH REVENUES BY SOURCE, 1973-1977
(thousands of dol 1 ars)

Fiscal Year Taxes State Federal™* Other Total
Ended 6/30 Property Sales Education General
1973 $ 418 $ 37 $ $ 95 % $ 1 %528
1974 3,548 1,040 873 503 31 168 6,163
1975 5,501 1,181 1,819 521 1,714 975 11,711
1976 7,387 - 3,359 2,208 1,029 2,651 16,634
1977 19,179 394 3,846 2,980 2,312 1,288 29,999

*Most federal revenues received during this period were for education.

SOURCE: North Slope Borough annual financial reports, fiscal years 1973-
1977.

In fiscal 1977 the borough took in nearly $30 million. The oil producers
at Prudhoe Bay paid more than 98 percent of the $19 million stemming from
property taxes. The state government supplied the borough with nearly $7
million that year, about $4 million of which was for support of education
in the borough. Federal aid amounted to more than $2 million in fiscal

1977.
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Within five years, general borough revenues increased 6,000 percent; reve-
nue from property taxes rose from one-half million dollars to $19 million
during that same period. And revenue from state sources jumped from less 9
than $100,000 in the first year the borough was in operation to more than
$6 million in 1977. In a 1976 statement, Mayor Eben Hopson noted, “The
development of the North Slope Borough was a direct consequence of the
development of Prudhoe Bay . . . half [of the annual operating budget]
comes from our own Prudhoe Bay tax levies and the other half comes from
state revenue sharing programs. Of course, most of this state support

comes from Prudhoe Bay also. We receive very littie in federal funds . . . w2l

CAPITAL IMPROVEMENTS

In 1973 a borough-funded survey of 356 households in the region’s eight
Eskimo villages found “None of the privately-owned housing in the borough
is served by conventionally piped water and sewer systems” and that

14 percent of the surveyed households had no electricity. The study
described Barrow as the largest community in the state with no reliable
source of drinking water, no piped water and sewer systems and no high
school . More than 20 percent of families surveyed lived in houses that
lacked insulation in either the ceiling, walls or floor. Researchers
placed Barrow unemployment that year at about 11 percent and estimated

22

that unemployment in the smaller villages sometimes reached 90 percent.
In 1974 the borough began drawing up plans for a five-year, $61 million
capital improvements program to “provide for our people what has already

been provided for residents of Fairbanks, Anchorage . . . schools,
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houses, sanitary facilities, water, police, fire [protection], trans-
portation . . . “2°The following year the borough issued $18 million in
general obligation bonds, and work on projects in the scattered villages
began, with early emphasis on school construction. By June 1976, esti-
mated cost of the program had risen to $115 million for 128 planned
projects, and the borough had issued $26 million in general obligation
bonds. The borough also hoped to get state and federal funds to help

finance the program.

In late 1976 and early 1977 work on all but nineteen of the borough’s
capital improvements projects was halted when Prudhoe Bay oil producers
went to court to challenge portions of the borough's 1976 property tax

1 evy. The borough maintained that it could levy taxes without limit to
raise revenues to meet debt service payments on its general obligation
bonds and had levied taxes in excess of rates otherwise allowed under
state law. A Superior Court judge ruled against the North Slope Borough,
and the case 1s now on appeal in the state Supreme Court. But in 1977,
the state legislature took action that helped strengthen the borough’s
position on raising revenues for debt service payment, and in the early
summer the borough sold an additional $51 million in general obligation
bonds, 24 Work on many capital improvements projects resumed. The
regional government estimated that during the construction slowdown
about 240 workers across the region were laid off, and an additional 160

workers that would have bheen hired were not.
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By the end of June 1977, the borough had sold $84 million of general obli-
gation bonds to finance the five-year capital improvements program now
projected to cost $150 million.25" About $90 million in capital improve-
ments projects are scheduled for construction in Barrow; by June 1977
about $11 million of these funds had been spent in the North Slope’s
largest village, mainly for schools and public housing. Also slated for
Barrow are road improvement projects, construction of sanitary systems,

a health center, a public safety building, an airport terminal, and im-

proved utility systems. (See Table 2.)

For the villages outside Barrow, the cap tal improvements plan calls for
new or improved schools, public housing, community roads, airports, public
safety buildings sewage disposal equipment and sewage lagoons, central
sources of water and water distribution equipment, and utility systems.
Anaktuvuk Pass, . n the Brooks Range about 400 kilometers (250 miles)
southeast of Barrow, is scheduled to receive more than $8 million in capi-
tal improvements; by June 1977, almost $4 million of these funds had been

spent for a school in the second-class city of about 150 persons.

Point Hope, on the Chukchi Sea, more than 570 kilometers (350 miles)
southwest of Barrow, will receive about $14 m 1lion in capital improvements
The second-class city with a population of about 400 recently moved from
its traditional site at the tip of a piece of land extending into the
Chukchi Sea to a nearby location more protected from the forces of the

sea, More than $5 million of appropriated money had been spent in con-
struction of capital improvements at the new site by June 1977; most of

this money was used for schools and public housing.
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TABLE 2. NORTH SLOPE BOROUGH - CAPITAL IMPROVEMENTS PROGRAM
CUMULATIVE APPROPRIATIONS AND EXPENDITURES
BY VILLAGE, 1975-1977

Expenditures as of

Funds Appropriated* June 1977
Amount Percentage Amount Percentage
(thousands ) (thousands)

Barrow $91,100 60% $11,500 41%
Wainwright 12,100 7 2,900 10
Point Hope 13,600 9 5,200 17
Kaktovik 3,300 2 700 3
Anaktuvuk Pass 8,900 6 4,000 13
Nuiqsut 6,800 5 2,400 7
Atkasook 9,100 6 2,700 9
Point Lay 7,000 5 30

TOTAL $151,900 1 00% $29,430 1 00%

**Appropriated” means the borough assembly has approved the expenditure

of these amounts for capital improvement projects; it does not necessarily
mean the total funds are on hand when the projects are approved. The
borough hopes to also obtain federal and state funds to help finance the
capital improvements program.

SOURCE: North Slope Borough annual financial report, July 1, 1976-June 30,
1977.

Kaktovik, on the Beaufort Sea about 498 kilometers (310 miles) east of

Barrow, is a second-class city where the borough plans to spend more than
$3 million for capital improvements; less than $1 million of these funds--
largely for roads and public housing--had been spent by June 1977. About

130 people live in Kaktovik.
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About 90 kilometers (60 miles) southwest of Barrow on the Meade River,
Atkasook is one of three North Slope villages abandoned in earlier years
but resettled in 1973 under the sponsorship of the Arctic Slope Regional
Corporation. An unincorporated community of about 85, Atkasook is sche-
duled to receive $9 million in capital improvements; by June 1977 nearly
$3 million of this money had been spent, largely for a school, public
housing, and roads. Point Lay, a second village resettled in 1973, is on
the Chukchi Sea about 480 kilometers (300 miles) southwest of Barrow.
Residents are planning to move from the village’s current location on an
island to a site on the mainland; nearly $7 million in borough capital
improvements will be built at the new site over the next five years.

Point Lay is unincorporated and has a population of about 50.

Nuigsut, the third village resettled in 1973, sits 244 kilometers (150
miles) southeast of Barrow and iIs a second-class city with about 150
residents. Nearly $7 million in capital improvements are slated for this
community, with more than $2 million spent by June 1977, mostly for roads,

public housing, and schools.

Another second-class city, Wainwright, lies on the Chukchi Sea about
134 kilometers (85 miles) southwest of Barrow. The borough plans to
spend more than §$12 million for capital improvements in this village of
about 400; by June 1977 nearly $3 million of these funds had been spent,

largely for construction of schoo’ s and public housing.
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GOALS

In a 1977 statement to a congressional committee, borough mayor Eben
Hopson outlined what the state’s largest regional government hopes to
accomplish with petroleum revenues: “ . . . local self-determination and
an improved level of living for the indigenous peoples of the North Slope.”
In the same statement, Hopson noted that “Threats to the cent’inuation of
mineral resource development are threats to the social and economic
advancement of the people of the North Slope Borough.” But he added, “The
basis of the Eskimo culture of the North Slope Borough is vested in sub-
sistence pursuits . . . the absence of subsistence would undoubtedly mean
the destruction of the culture,” and that petroleum and other mineral

developments can threaten habitats of fish and wildTife.ZG

Recognizing that the borough could not exist without funds from petroleum
development, but that such development can bring unwanted changes to the
traditional hunting and fishing territory of the arctic Eskimo, borough
leaders are attempting to use revenues from the Prudhoe Bay oil field to
establish a regional government that will have a strong say in how and

when other areas of the North Siope are developed.
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I11.  INSTITUTIONS AND ISSUES

Looking outward to the external world, North Slope Borough leaders are
preoccupied with gaining recognition, respect, and positive responses
from organizations having substantial control over the fortunes of their
new government and the people it was established to serve. Looking
inward at the region they are responsible for governing and serving,
these same leaders are involved in building a stronger and more effective
regional government organization; they are centralizing and consolidating
the capacity to decide and to act. To deal successfully with state and
federal governments and oil companies, North Slope leaders must establish
their authority and “turf” within the region itself. In the process,

new patterns of relationships are evolving in the region among villages,
Native corporations, and borough as well as in the larger sphere of
external organizations that are often unable or unwilling simply to meet

the borough’s demands.

The borough has been in existence for only six years, with nearly half
of that time devoted to establishing its basic legal right and financial
ability to exist. It is therefore not possible to draw firm or final
conclusions about “patterns” of behavior oriented externally or inter-
nally. A current analysis can reflect the patterns of a relatively brief

history and only speculate about longer term trends.
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In this chapter we examine the basic sets of relationships in which the

North Slope Borough is involved: external relations with state govern-

ment, oil companies, and federal government and internal relations, pri- ®
marily with the Arctic Slope Regional Corporation and village governments.

The emphasis is on ' ssues of arctic petroleum development and its conse-

quences for regiona’ and local self determination. ®

External Relations

Tax and finance matters are at the center of the borough’s relationships ®
with the state and the oil companies. But as a home rule regional govern-
ment with powers to tax, regulate, and spend, the North Slope Borough
necessarily joins issues with external agencies across a broad spectrum
of governmental and private activity on the North Slope. This section re-
views some of the most important relationships of the borough with exter-
nal organizations--state and federal agencies and o0il companies--empha-
sizing those affecting petroleum development activities and the borough’s

attempts to tax and control them.

OVERVIEW

As perce' ved by its top officials and consultants, the North Slope Borough’s
greatest problem remains, after nearly six years of existence, one of estab-
lishing its Legitimacy and “seriousness” in the eyes of federal, state, and
oil company officia]s.] The borough continues to fight with state and oil
company officials over its tax authority. Resentment persists toward

state government generally for perceived neglect and abuses of the past.

Relationships with federal agencies may be less immediately under strain,
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but North Slope hostility does persist particularly against one of the
dominant federal agencies of the past, the Bureau of Indian Affairs.
North Slope Borough officials, led by the mayor, have also been active
and vocal critics of proposed federal (and state) offshore oil and gas
exploration and development programs. Adding to these problems are the
past and continuing clashes over federal and state regulation of subsis-

tence fish and game resources.

The North Slope Borough is attempting to establish an authoritative pre-
sence in a region that has been dominated by federal and state authorities
not accustomed to dealing with or answering to a significant regional
government in Alaska’s arctic. These authorities, lately joined by the
oil companies, are now having to learn how to do business with a new set
of very assertive and often abrasive local leaders in a situation where
the rules of behavior, and the practical extent and limits of borough

authority, are yet unclear.

BOROUGH-STATE GOVERNMENT

The following summarizes significant state-North Slope Borough relation-
ships from the pre-incorporation period to the present. They are des-
cribed in terms of selected issue-areas: taxation, oil and gas develop-

ment, fish and game protection, and coastal zone management.
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Taxation

Four occasions of conflict over tax authority issues between 1972 and 1978
indicate both the breadth and persistence of borough-state differences in

this critical area:

1972 Legislative “Package.” In 1972, as borough incorporation pro-

ceedings were underway, the state administration proposed legislation that
would have undermined the incorporation and taxation objectives of propo-
nents of the prospective borough. Three bills, none of which were enacted,
would have provided for the formation of a series of “unorganized boroughs”
in the then unorganized borough, state assessment and distribution of prop-
erty taxes in the unorganized borough, and imposition of an exclusive state
tax on the Prudhoe Bay pipeline and related properties. According to a
former state assistant attorney general, who had direct responsibilities
in the matter:

The rationale for the state tax as the exclusive tax on the

oil pipeline was that such property provides immense taxable

value to certain areas [i.e., North Slope villages] without

regard to the level of services required in those areas. It

was believed that the revenue anticipated from taxation of

oil and gas pipelines is properly considered a state resource

rather than the exclusive praperty of the area where the pro-
perty happens to be located.

1973 Special Session. In the 1973 special session of the legisla-

ture, administration-sponsored legislation was enacted that restricted
the North Slope Borough’s authority to tax Prudhoce Bay and pipeline prop-
erties. Property tax levies were limited to $1,000 per capita (since
raised to $1,500) or to an amount derived from an alternative formula

limiting the total assessed valuation that could be taxed locally
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(AS 29.53.045(b) and AS 20.53.050(b)). In addition, local sales and use
taxes were limited to the first $1,000 of each sale or use (AS 43.56.030
(2)(A) ). Finally, oil and gas leases and related possessor rights and
values were exempted totally from local property taxation (AS 43,56.020(a)).
At the same time, the state imposed a 20 mill tax on oil and gas explora-
tion, production and transportation properties, and provided that local
taxes collected under the new provisions of AS 29.53 (above) would be
credited against the state’s 20 mills (AS 43.56.010). The North Slope Bor-
ough mayor later referred to these actions as “the destruction of our local

revenue authority in 1973.”3

1976 Regulation. In 1976, the borough levied property taxes above

the rate established by the per capita limit in order to pay the debt ser-
vice on borough bonds. Then, in the words of the mayor,

As soon as we did so, without consulting with the Borough or
our attorneys . . ., the Commissioner of Revenue wrote to our
Prudhoe Bay taxpayers to inform them that taxes collected by
our Borough [in excess of the per capita limit] would not be
credited against the 20-mill state ad valorem levy on Prudhoe
Bay property. This resulted in a series of law suits that
resulted in the closing of the bond market to the North Slope
Borough . . ., resulting in a multi-million dollar loss . . . .

4

The borough sued the state (North Slope Borough v. Sterling Gallagher,

et al.) and the oil companies sued both the borough and the state (Sohio

Petroleum Company, et al. v. North Slope Borough, et al.). Subsequently,

however, the borough agreed not to contest the state’s emergency regula-
tion which denied the tax credit, and the state withdrew its contention
that the borough could not levy in excess of the per capita limit unless

the bonds were in or near default. Further, after a Superior Court ruling
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in favor of the oil companies in the Sohio case, the state legislature
enacted "egislation explicitly authorizing tax levies above the limits in
order to pay debt service, regardless of default. But the_Schio case re-
mained a“ ive and the Superior Court again found for the oil companies on
grounds that the new law was not constitutionally enacted. The _Sohio

case Is currently on appeal to the Alaska Supreme Court.5

1978 Interpretation of Tax Law. In early 1978, the borough and the

state advanced conflicting interpretations of the local property tax lim-
itation statute (AS 29.53.045(c) and 050(b) mentioned above). The borough
population had decreased by 3,000 from 1977 to 1978 due to the completion
of the main phase of the trans-Alaska pipeline and related construction.
Consequently, in order to compensate for the population loss, which ad-
versely affected the per capita tax limit formula, the borough chose to
use an alternative property tax formula, also provided by statute. The
difference between conflicting borough and state interpretations of the
alternative formula amounted to some $10 to $15 million in potential lo-
cal tax revenues from fiscal 1978.°The dispute, not finally resolved

as of this writing, further indicates the extreme vulnerability of the
borough to state tax laws and decisions. Against the background of con-
flict reviewed here, it also suggests how anti-state government sentiments

are continually renewed among borough officials.

Oil and Gas Development

Borough relationships with state government in the area of oil and gas

development span a broad range of activities over which the borough has
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either very limited or untested authority. This section briefly indi-
cates some of the more significant of these activities and the nature of

the borough’s interests in them.

North Slope Haul Road. The haul road, constructed by Alyeska for

use in construction of the trans-Alaska oil pipeline, is to be turned

over to the state and will become part of its highway system in 1978.

The general issue before the state is whether, when and under what terms
the road should be opened for use to the public. The North S*lope Borough
mayor has repeatedly told state officials, including the governor, that
the borough opposes opening the road for public use. The borough argues,
among other things, that maintenance costs will be excessive and that the
traffic and the necessary support services and activities will have harm-
ful effects, particularly on subsistence resources. 'The borough has
similarly attempted to influence the federal Bureau of Land Management
(ELM) on the issue, given ELM’s authority for planning and management of
the adjacent federal lands in the pipeline-haul road corridor. The bor-
ough assembly has enacted ordinances under its zoning and subdivision
authority intended to control future development along the haul road; how-
ever, the extent of such authority where federal and state lands are in-
volved is not clear, and specific claims to authority will need to be
tested in specific instances. As the local government with general au-
thority in the area, the borough will at least play a significant advisory
role in the haul road and related state development decisions affecting

the North Slope region.
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Beaufort Lease Sale. The borough, through the mayor, has been con-

sistently critics” of proposed offshore oil and gas exploration and de-
velopment activities, particularly where federal offshore lands are
involved, because of environmental risks in arctic ice pack areas. There
has been less criticism of state plans for Beaufort Sea offshore leasing;
state offshore lands proposed for leasing are generally within a near-
shore area considered environmentally safer for oil and gas development
activities. "The state, moreover, has recently established an advisory
committee for Beaufort leasing, and the borough has representation on the
committee. The committee is strictly advisory, however, since the state,
through the Department of Natural Resources, has the sole authority for
leasing. Participating within the limits of its advisory role, the bor-
ough will seek to influence regulations affecting federal leasing in the
Beaufort as well, which is planned to take place as part of a joint state-

federal sale in 1979.

Borough Land Selections. Under state law, all boroughs are entitled

to select 10 percent of “vacant, unappropriated, and unreserved” state
lands within their boundaries (AS 29. 18.190). Most state lands on the
North Slope were selected for their oil and gas potential and are located
in the Prudhoe Bay and adjacent areas. The North Slope Borough has con-
centrated its claims to state lands in the Prudhoe Bay field area because
of the potential revenues that could be derived from disposal of surface
rights and in order to control the use of water and gravel at Prudhoe Bay.’
The state has refused to act on those claims, contending, among other

things, that the lands are not “unappropriated,” and are subject to oil
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and gas leases. The borough brought suit against the state (North Slope

Borough v. Robert LeResche), lost in Superior Court, and has appealed to

the Supreme Court, where a decision is pending.

Water, Gravel, and Land Use Permitting. Prudhoe Bay field develop-

ment has required extensive use of water and gravel resources and the
conduct of other activities potentially affecting the land and waters of
the North Slope. Wherever state lands and waters, including anadromous
fish streams, are potentially involved, developers are required to obtain
various permits from the Departments of Natural Resources (Division of
Lands), Fish and Game, and Environmental Conservation. North Slope
Borough officials have been particularly concerned about effects of water
and gravel extraction and related development activities on fisheries

and on game habitats. Although state authority is generally overriding,
the borough has inserted itself into the permitting process through local
notification, comment, and other consultation procedures. The borough’s
demands on state permitting officials are apparently greater than the

latter normally expect from the local government level ,10

Fish and Game Protection

North Slope residents have clashed periodically with federal and state fish
and game enforcement authorities for many years. Most recently, conflict
between the North Slope Borough and the State Department of Fish and Game
reached a peak during the *“caribou crisis” of 1976. Decline in the size

of the western arctic caribou herd resulted in restrictions on all hunting,

including Native subsistence hunting, In response, the borough denied
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that the department’s counts were valid, established a Borough Game
Management Committee, and called for some significant share of authority

in state fish and game management decisions. The borough has also vari-
ously proposed that it assert some form of jurisdiction over all subsis-
tence resources, regardless of state authority, and that caribou management
authority be transferred from the state Department of Fish and Game to the
federal Department of the Interior. The borough mayor has repeatedly com-

plained of “harrassment” by fish and game enforcement officers. 1]

In general, the borough’s position appears to be that oil and gas develop-
ment pressures combined with state fish and game mismanagement have been
among the greatest threats to North Slope subsistence resources; the
borough’s solution is to assert greater local authority over fish and

game management and protection activities, while at the same time calling

for displacement of state by federal management agencies.

Coastal Zone Management

Many of the North Slope Borough’s concerns about oil and gas development
and subsistence protection come together under the borough”s concept of
coastal zone management. While the state administration was working to-
ward legislation authorizing a statewide coastal management program, the
North Slope Borough initiated its own program at the end of 1976. Al-
though emphasizing the perils of OCS development, the borough’s “Arctic
Coastal Zone Management Program” was defined very broadly to encompass
virtually all significant areas of oil and gas development onshore and

offshore, and all related problems of fish and game management. The
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state legislature enacted an Alaska Coastal Management Act in 1977. The
act established an Alaska coastal policy council under which district
coastal programs would be developed and implemented by municipalities
with planning and zoning powers. The North Slope Borough mayor was
appointed to the coastal policy council, and the borough has continuously
pressed state officials to view coastal management problems in the expan-
sive terms already articulated by the borough for the North Slope. A key
aspect of the borough’s perspective is that coastal management programs

should be locally controlled. 12

As in the other areas of state-borough relations summarized above, the
major question is how far the state will go to accommodate North Slope
Borough demands for greater shares of authority in areas of state juris-
diction and prerogative. It appears that the North Slope Borough’s claims
on the state have been articulated more radically than those of any other

Jocal government in Alaska to date.

BOROUGH-OIL COMPANIES

Similar to its relationships with state government, the North Slope Bor-
ough’s direct relationships with the oil companies operating at Prudhoe
Bay are dominated by conflicts over the definition and use of the bor-
ough’s powers of taxation. As seen by the borough mayor,

The single concern of our corporate taxpayers [the oil com-

panies] is tax avoidance, with no compensating ideological
concern for the growth and health of local government in

rural Alaska . . . . Thus, the North Slope Borough has been
in and out of'nmu¥gn defend its right to exist, and its

revenue authority.
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Consequently, according to the mayor, “Lawyers are the only interface be-
tween our borough government and the oil industry as the relationship
between local government and corporation taxpayers becomes increasingly

unfriendly."]4

Oil 1industry officials agree that relationships are indeed unfriendly
and that much communication has been necessary between opposing lawyers.
One company attorney, who has several times acted as a de facto spokesman
for the major companies on the North Slope, believes that much of the
conflict could have been avoided if the state had assumed more responsi-
bility for establishing basic rules, since “state resources and revenues
are at stake.” Further, in the absence of more effective state-imposed
controls and solutions, he believes that the stream of litigation has
been unavoidable. 15 Specifically on the tax issue, another industry of-
ficial states simply that “While the Company has an obligation to pay
all taxes lawfully imposed by the North Slope Borough, it has a parallel
obligation to ensure that the Company pays only those taxes actually re-

116 Together, the oil and gas operators on

quired to be paid under law.
the North Slope pay about 98 percent of all 19ca11y-generated tax reve-

nues collected by the borough.

This section summarizes borough-oil company relationships involving the

17" These are discussed in terms of borough-oil company litiga-

tax 1issue.
tion and a formal agreement on taxation and financial management between

the borough and the companies in 1974.
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Litigation
The oil companies filed four major suits against either the borough or
the state between 1972 and 1977. Each has critically affected the

borough’s authority to tax.]8

e For one and a half years after i1ts incorporation was certified
by the state in 1972, the borough was effectively prohibited
from taxing, and therefore from any significant spending activ-
ity, until the Alaska Supreme Court ruled against a company
challenge to the constitutionality of the incorporation action

(Mobil Oil Company et al. v. Local Boundary Commission, et al.).

¢ A second, overlapping suit challenged the borough’s authority to

tax oil and gas leases (Mobil Oil Company, et al. v. North Slope

Borough) . This suit was settled out of court by agreement be-
tween the companies and the borough in August 1974. (The content

and circumstances of this agreement are discussed below.)

e With major borough taxing and spending programs, including a pro-
jetted $150 million capital improvement program, finally underway,
the oil companies challenged borough tax rates in excess of the

$1,500 per capita statutory 1imit, discussed above (Sohio Petro-

leum Company, et al. v. North Slope Borough, et a,].).]9 The actions

caused a significant reduction in the borough’s rate of capital

project spending, and the case remains to be decided on appeal to

the Alaska Supreme Court.
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¢ Partially as a response to the Sohio suit and to related state
legislation restricting its tax authority, the borough reinstated
its sales and use tax at the end of 1976. In 1977, an oil com-
pany filed a suit challenging the borough’s inclusive definition
of the “sales and uses" to which such tax levies might apply (BP

Alaska v. North Slope Borough).

1974 Agreement

As noted earlier, the state legislature in its 1973 special session passed

legislation restricting the borough’s authority to tax oil company prop-
erties on the North Slope. However, the oil companies’ liability for
property taxes levied before passage of the legislation remained as a

principal issue to be decided in the Mobil Oil v. North Slope Borough

case. The borough figured that the companies” liability amounted to

some $15 million in property taxes and $3 million in sales and use taxes.

Borough officials were ready, however, to compromise. The 1973 special
session had established basic ground rules for future taxation, the
Mobil case could have been tied up in the courts for a prolonged period,
and borough leaders were anxious to get on with borough programs. 21 The
oil companies, too, had an interest in resolving the matter at hand and
in stabilizing their financial relationships with the borough at least

for the immediate future.22

As a result, the borough and the companies agreed in August 1974 to set-
tle the Mobil case and related issues. The companies agreed to pay the

borough $5 million: $3 million in settlement of the borough’s previous
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tax bills, and a $2 million advance payment to be credited against the next
four years of property tax bills. The borough accepted the compromise
amounts and further agreed “to adopt and support a fiscal policy . . .
consistent with” their original capital improvements program (CIP), subject
to adjustments for inflation and for needs Which might “develop subsequent”
to the agreement. The companies, in turn, agreed “to support the fiscal
program of the Borough” as set forth in the original CIP and in the agree-

ment.23 This agreement was to be in force for five years.

Within two years, the fragile truce between the borough and the companies
broke down. From the borough’s viewpoint, this was largely due to the
Sohio case, which practically halted the borough’s capital improvements
program in 1976. The North Slope Borough mayor summarized his version

of the matter: “In an attempt to live with the industrywe signed an Agree-
ment . . . . The main benefit to the Borough was that the oil industry
was to support the Borough’s Capital Improvements Program. They have
demonstrated that they are not worthy of our trust. “2'Further, key con-
sultants to the borough have complained that the companies never effec-
tively lobbied for desired tax and other legislation in Juneau or assisted

in obtaining funds from other sources.”

An oil company official, who was instrumental iIn negotiating the agree-
ment, sees it quite differently. “The North Slope Borough, almost from
day one, ignored the agreement in letter and spirit.” In 1975, he states,
taxes were levied above anything projected, and they were raised again

in 1976; further, the NSB added new items to the CIP, such as $50 million
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for public housing. His implication is that these tax and spending in-
creases were beyond those justified by inflation or needs identified sub-
sequent to the agreement. In addition, he claims that industry lobbyists
in Juneau supported the borough’s successful effort to increase per capita
property tax limit from $1,000 to $1,500, and the companies acceded to
counting transient workers as “residents” for purposes of determining the
population base for the per capita tax formula. The oil company official
maintains, however, that the borough’s real objective is to remove the
limits on i1ts tax authority, and that this would work against the longer
term economic interests of the companies since it would create pressures

to increase the state tax on oil properties.26

BOROUGH-FEDERAL  GOVERNMENT

In general, borough relationships with federal agencies are less intense
and immediate than they are with state agencies and oil companies. This
is due in part to the fact that the federal government does not directly
control the borough’s tax authority and bol%cies, which have been the
most critical determinants of the borough’s fortunes-since its incorpor-
ation. Further, with the advent of borough government, the Bureau of
Indian Affairs--which had extensive control over social services, edu-
cation, and related programs in the region--largely withdrew from the
North Slope as an immediate and increasingly unwelcome presence. The
federal presence on the North Slope remains massive in a physical sense,
however, with federal agencies controlling nearly two-thirds of the North
Slope region, including nearly 130,000 square kilometers (30 million acres)

in the National Petroleum Reserve and Arctic National Wildlife Range.
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Added to those amounts are about 18,300 square kilometers (four and one-
half million acres) of public and national interest land withdrawals” as
well as the trans-Alaska oil pipeline and haul road utility corridor and
several small military enclaves. 28 The borough, moreover, has been in-
volved in intensive and often heated discussions with federal agencies
responsible for sea mammal and migratory bird protection. But, with
notable exceptions such as the bowhead whale moratorium and quota contro-
versy of 1977-1978, relationships with federal fish and game agencies have
been benign compared to recent relationships With state agencies (Depart-
ments of Public Safety and Fish and Game) in this field. Perhaps the
major unresolved borough-federal issue for the immediate future concerns
oil and gas exploration and development on the Outer Continental Shelf

(0CS) in the environmentally sensitive shear zone and pack ice areas.

This section summarizes borough-federal relationships, focusing on OCS,
NPR-A, pipeline-haul road utility corridor, and subsistence resource

issues.29

Organization for Federal Relations

In late 1976 and early 1977, the North Slope Borough formalized communi-
cations with federal agencies by establishing a Washington, D.C. liaison
office and retaining a prestigious law firm (Van Ness, Feldman, and
Sutcliffe) to advise and lobby for the borough, representing it before
Congress and executive agencies.” The borough has also sought the assis-
tance of prominent Washington-based conservationists, such as Russell

Train, to provide additional support in land and subsistence resource
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issue areas. And, to facilitate in-house planning and strategy for deal-
ing with OCS, NPR-A, and related subsistence resource problems, the
borough initiated its Arctic Coastal Zone Management Program and estab-

lished a new Department of Conservation and Environmental Security.3]

These moves clearly indicate realization by borough leaders that resource
development and protection on the North Slope and its adjacent seas are
heavily dependent, nowas in the past, on federal decision making. The
main difference today is that borough organizational and political re-
sources enable North Slope leaders to influence federal decisions in

more sustained and sophisticated ways and across a broader range of

issues.

0CS Deve1opment32

As noted earlier, the borough mayor in particular has been a persistent
and vocal critic of the proposed federal OCS leasing program in the
arctic. His concerns were precipitated by 0CS operations in the Canadian
Beaufort Sea near the Mackenzie River delta, which were seen as a major
environmental and subsistence resource threat to the entire Beaufort

gyre extending westward into U.S. waters off the North Slope coast. The
mayor has targeted the prospective joint federal-state Beaufort lease

sale in 1979 as an equivalent direct threat to Native subsistence re-
sources, and he has publicized and pressed his views in several forums,
starting with his statewide campaign for the U.S. House of Representatives

in 1976.
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Although the mayor and his advisors have attempted to develop a concept

of “aboriginal offshore jurisdiction” and to emphasize the continuing
trusteeship responsibilities of the federal government for Alaska Natives,
there are apparently no firm legal grounds on which to base the borough’s
opposition to the OCS program. The approach, therefore, has so far been
primarily political, using forces of publicity and various combinations

of reason, pleading, and embarrassment of federal officials. The mayor
has spoken widely on the issue; he has written many letters to and met
with the Alaska congressional delegation and responsible officials of the
Department of the Interior, Corps of Engineers, and Environmental Protec-
tion Agency; and he or his representatives have participated in federal
0CS Environmental Assessment (research) Program meetings and in the state’s
joint Beaufort sale advisory committee. In mid-1977, the North Slope Bor-
ough sponsored and hosted an Inuit Circumpolar Conference (ICC), which
involved Inuit delegations from Canadian land claims and Greenlandic

home rule organizations. The ICC was in significant part a highly pub-
licized response to Canadian and U.S. programs for 0CS exploration and

development in the arctic.

National Petroleum Reserve-Alaska

The North Slope Borough sees the current exploration and prospective de-
velopment of NPR-A as a problem but also as an opportunity if properly
regulated to protect land, water, and subsistence resources. 33 The
exploration and future development of the reserve could bring additional
taxable resources, jobs for North Slope Natives, and continued and new

local access on favorable terms to natural gas and coal resources. Thus,
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through its lobbying activity in Washington, the borough actively sup-
ported provisions of the Naval Petroleum Reserves Production Act of 1976
(Public Law 94-258) which transferred jurisdiction over the reserve from
the Navy to the Interior Department (thus making non-military property
subject to taxation), guaranteed Barrow’s access to natural gas at low
price rates, and established a federal-state-local land use planning
program including North Slope Borough representation at policy and
working group levels. Although borough officials and advisors are con-
cerned about instances of environmental, archaeological, and subsistence
resource disturbance, they seem at least equally concerned that the cur-
rent exploration program may be too little and too slow in bringing an-

ticipated econom c benefits.34

Utility Corridor

Borough interests in trans-Alaska pipeline utility corridor planning by
the Bureau of Land Management were noted in the earlier discussion of
state policy on the haul road. Essentially, the borough currently seeks
to block, ﬁinhﬁze, or control haul road and related land use within the
northern part of the utility corridor. The borough’s most definitive
action so far has been to enact zoning and subdivision ordinances, which
are yet to be tested, as instruments for controlling any future develop-

ment in the corridor.35

c

Subsistence Resource Protection

Although not directly pertinent to this report, mention should be made

of the bowhead whale and migratory bird controversies. In both of these
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matters, the borough’s defense of Native subsistence rights has brought
it into conflict with federal agencies at the national level and even in
international forums. 36 Subsistence hunting of migratory fowl has been

a perennial problem on the North Slope. The Barrow “duck-fin” of 1960 was
the most dramatic instance of North Slope Native-federal conflict in this
area. 37 In the case of the bowheads, the North Slope Borough mayor
spearheaded the Native fight against a moratorium on bowhead whaling,
which was temporarily resolved before the International Whaling Commission
in Tokyo in late 1977, and lent borough support to the creation of the
Alaska Eskimo Whaling Commission (AEWC). (The AEWC is composed exclu-
sively of Eskimo whalers, and its authority to manage either stock or
whalers is de facto rather than_de jure.) The bowhead controversy sug-
gests the range of borough concerns and the lengths to which its leaders

will go in defense of Native subsistence interests as they see them.

The North Slope Borough also clearly recognizes its dependence on oil and
gas development, and its leaders pursue potentially conflicting resource
extraction and protection values. Reflecting both of these interests,
the borough has proposed that, instead of subdividing North Slope lands
into separate park, refuge, industrial, and other management areas, the
entire region, except for village land selections under the Alaska Native
Claims Settlement Act, should be classified “as a wildlife range reserve
allowing as the only human activities those associated with natural re-

source extraction and traditional subsistence gathering.“38
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Internal Relations

The public record of legs™ suits, speeches, statements, press releases,
newsletters and testimony portray a North Slope Borough government pre-
occupied with its external relations and with making its mark in the
larger world. This public record, moreover, has been produced almost
exclusively by the North Slope Borough mayor and his chief advisors.
These factors--the external orientation and the concentration of related
activity in the mayor’s office--strongly suggest a highly centralized
regional organization whose intra-regional activities are largely over-
shadowed and even determined by its fortunes in dealing with threats and
opportunities flowing in on it from the outside. The crisis-ridden his-
tory of the North Slope Borough reinforces this impression. Since its
inception, the borough has been forced continually to react to state and
federal government and oil company decisions affecting its basic develop-

mental, financial, and subsistence resource protection interests.

This does not mean that there is no significant intra-regional dimension

to the North Slope Borough experience. We have already noted, for example,
the borough government’s rapid growth in employment, revenues, and expen-
ditures, including its burgeoning capital improvement program, particularly
during the past three years (1975-1977)." A borough administrative struc-
ture is evolving and extending into villages throughout the region. But
this intra-regional dimension of borough development has been critically
dependent, as we have seen, on a flow of revenues directly subject to
policy decisions by the state and legal action by the oil companies.

To deal effectively with taxation and related resource development
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protection issues, borough leaders have concentrated authority in the
mayor’s office, thereby reinforcing the centralization inherent in the

creation of a regional level of home rule government on the North Slope.

The following sections briefly examine North Slope institutional develop-
ments in terms of borough relationships with the Arctic Slope Regional
Corporation and the villages within the region. Also noted are pertinent
features of the North Slope Borough school district and the Inupiat Com-
munity of the Arctic Slope established under the federal Indian Reorgani-

zation Act.

ARCTIC SLOPE REGIONAL CORPORATION

Borough-ASRC relationships can be summarized first by indicating basic
comparative interests of the two organizations and then by looking at
selected aspects of communication and of conflict and cooperation be-

tween'them.40

Comparative Interests

Much else obviously follows from the facts that ASRC is a private, for-
profit organization seeking to increase the value of its shareholdings,
while the borough is a public governmental body seeking to raise taxes,
provide services, and regulate development in the region. In an oversim-
plified form, these differences are reflected in the comment of one top
borough executive that “The borough must collect taxes to survive; the
concept of a profit-making corporation is to fight taxes. They [ASRC]

w1

don’t want to pay taxes. ASRC property, however, is largely shielded

53



from taxation until 1992 under the terms of the A“laska Native Claims

Settlement Act of 1971.“ Differences between borough and ASRC leaders
are still primarily differences of attitude and personality, which are
expressed through their rival institutional roles and are moderated by

leadership overlaps and family ties.

Both the borough and ASRC are offspring of the Arctic Slope Native
Association, and their leaders are engaged in organizing and empowering
the region to benefit as fully as possible from arctic petroleum develop-
ment. Underlying their institutional and personal differences is this
common objective, and the leaders of both organizations have tended to
divide the regional domain and concentrate op building their own insti-
tution, each generally observing a rule of minim”izing or avoiding inter-
ference with the other wherever possible. Thus, despite readily apparent
and growing differences, ASRC and borough sufficiently share interests

that provide a grounding for less obvious and implicit forms of coopera-

tion within the region.

Communication

Borough and ASRC officials and staff almost uniformly report that there
is little or no communication between the two organizations, although
technical staff relationships apparently are becoming more common.®
While formal and explicit communications may be limited, particularly
between top officials of the two bodies, ASRC interests are at least
potentially represented in borough decision making through ASRC officials’

membership on the borough assembly. In 1977, five members of the seven
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member assembly were ASRC officials, and ASRC has in this way been
heavily represented on 